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During the first 7 months of 1955, real estate 
REAL ESTATE ACTIVITY activity has undergone a splendidrecovery from 

its year earlier doldrums. Over the same pe- 
riod in 1954, our national real estate activity index languished between 2 and 6 
points above normal. However, through July of this year the index has varied 
between 15.7 and 19.7 points above normal. Its present reading is 16.8, a slight 
rise from the June level of 15.7. 


The improvement has been widespread. Of more than 65 cities making up 
our current index, only Houston, Texas, reports activity at a level below a year 
ago. However, the latest data were not available from Houston when we went 
to press and it is possible that there has been a recent upturn there. Jersey 
City, New Jersey; Portland, Oregon; Richmond, Virginia; Allentown, Penn- 
sylvania; Terre Haute, Indiana; and Worcester, Massachusetts, reported ac- 
tivity about the same as a year ago. In all other areas, activity was above last 
year’s levels. Naturally, some cities have enjoyed greater increases in activity 
than others. Among the leaders in this respect are Montgomery and Mobile, Ala- 
bama; Kansas City, Missouri; Salt Lake City, Utah; and Tulsa, Oklahoma. 


Although mortgage activity has been on the down- 
REAL ESTATE grade for the last few months, it is still well 
MORTGAGE ACTIVITY above its level of a year ago. At the beginning 

of this year, our national mortgage index stood 
at 180 - up 35 points above January 1954. Since then it has moved downward 
to 163.6 in June and back up atrifle in July to 164. 2. 


It would probably not be too much to say that the mortgage business will be 
just about as good as lenders want to make it. Mortgage money is tighter than 
it was a few months ago, but is by no means stringently so. This, naturally, does 
not apply to the marginal type of borrower, since he is always the first to feel 
the tightened purse strings. 


In nearly all areas the lender is still in the driver’s seat; business is brisk, 
rates are moving up, and all’s right with the world, despite the FHA-VA action 
in taking up some of the slack in their lending requirements. 








Residential construction volume during the first 
RESIDENTIAL 7 months totaled far more than it did in the cor- 
CONSTRUCTION VOLUME responding period of 1954. 


% Change from 
1954 1955 last year 


Jan. 66,400 87, 600 +33. 6% 
Feb. 75,200 89, 900 +19. 
Mar. 95, 200 117, 000 +22. 
Apr. 107,700 127, 000 +17. 
May 108,500 132, 000 +21. 
June 116, 500 129, 000 +10. 
July 116,000 115, 000 -0. 


685, 500 797, 500 +16. 


You will notice that the last 2 months have shown a decline in the amount by 
which 1955 has exceeded the 1954 rate. Indeed, the month of July 1955 was 
slightly below the same month of 1954. Onthe other hand, it was during the 
summer of last year when the building boom began to feel the stimulus of the 
1954 Housing Act. This resulted in a very high rate of starts for the last half 
of 1954, and the momentum has carried on well into 1955. 
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Probable selling price Probable selling price 
Trend in of a house that sold for Trend in of a house that sold for 
selling price $12, 000 in 1947-49 period selling price $12,000 in 1947-49 period 


100.0 $12, 000 “o 104.5 $12, 540 
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It will be surprising if the last half of this year exceeds the volume of the last 
half of 1954. Even though credit terms are still very lenient, they are not so 
favorable as they were a year ago. Moreover, there seems to be a slightly more 
cautious outlook on the part of lenders and builders alike. This certainly does not 
mean that building volume is going to decrease appreciably or that lenders are 
going to clamp down. As we see it, the picture for the rest of the year is bright. 
Furthermore, you may rest assured that there will be nothing to darken it in 1956 
if the planners in Washington have anything to say about it. We all know that gov- 
ernment policies can affect construction volume enormously, and since 1956 is an 
election year, neither party will want the blame for slowing down the boom. 


The chart at the bottom of the page shows how 
INTEREST RATES the interest paid on various types of investments 

is moving up. Rates, including mortgage in- 
terest rates, can be expected to continue their rising trend, especially in view 
of the recent increases in the rediscount rates at several of the Federal Reserve 
Banks. 


The basic factor which determines the number 
MARRIAGES AND of dwelling units necessary to house the Nation’s 
HOUSING DEMAND population is the number of households, or to 
some extent the number of families. For the 
(cont. on page 380) 
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NUMBER OF MARRIAGES COMPARED WITH THE NUMBER OF FEMALES 
REACHING MARRIAGEABLE AGE EACH YEAR, 1900- 1971 
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(cont. from page 377) 
past several years the number of new families formed has been in a declining 
trend. This is shown by the blue line on the above chart. You will notice that 
the number of marriages has been dropping since 1946 (with a slight interruption 
brought on by the Korean War), and that this is the longest period of decline in 
the past 55 years. 


The reason for this, as we all know, was the low birth rate of the depression 
years. Because few children were born during these years, there were few 
girls reaching marriageable age during the 1945-54 period. This is shown by 
the red line on the chart. There is a noticeable drop in the number of girls 
reaching marriageable age from 1945 to 1954. 


This red line gives ample reason, however, to expect an early upturn in the 
number of marriages. There is a sharp increase inthe number of girls reach- 
ing marriageable age in 1956, then adrop in 1957, a slight rise and leveling 
off in 1958-59, and then a steep, almost uninterrupted rise for 7 years when 
the line levels off at a record high plateau. 


Whether the number of marriages will turn up at the same time remains to 
be seen. There is a good chance that it will, and an even better chance that 
the upturn will not be more than a year or two behind the upturn in the number 

(cont. on page 382) 
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INCREASES IN BUILDING COSTS SINCE 1939 


ST. LOUIS 
August 1955 


SIX-ROOM BRICK HOUSE 

(FRAME INTERIOR)* 
Content: 23,100 cubic feet 

1,520 square feet 

Cost 1939: $ 6, 400 

(27.7¢ per cubic foot; $ 4.21 per square foot) 
Cost today: $17, 874 

(77.4¢ per cubic foot; $11.76 per square foot) 
INCREASE OVER 1939 = 179. 3% 


FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1, 165 square feet 

Cost 1939: $ 5,440 

(21. 8¢ per cubic foot; $ 4.67 per square foot) 
Cost today: $15, 402 

(61. 8¢ per cubic foot; $13.22 per square foot) 
INCREASE OVER 1939 = 183. 1% 


SIX-ROOM FRAME HOUSE* 
Content: 24,288 cubic feet 
1,650 square feet 

Cost 1939: $ 5,671 

(23.4¢ per cubic foot; $ 3.44 per square foot) 
Cost today: $17, 096 

(70.4¢ per cubic foot; $10.36 per square foot) 
INCREASE OVER 1939 = 201. 5% 


6-ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content: 12,119 cubic feet 
992 square feet 

Cost 1939: $3, 392 

(28.0¢ per cubic foot; $3.42 per square foot) 
Cost today: $9, 689 

(79.9¢ per cubic foot; $9.77 per square foot) 
INCREASE OVER 1939 = 185. 6% 


*Costs include full basement. 
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(cont. from page 380) 
of marriageable girls. There is some reason to believe that 1955 will be a level- 
ing off point in the falling number of marriages. During the first 5 months of 
this year, the number of marriages is virtually the same as for the similar pe- 
riod in 1954. So maybe the drop is over and the increase in family formation 
will begin in 1956. If not, then it is certain to come a year or two later. 


With rising family formation will come a rise in the demand for housing (as- 
suming continued high employment and relatively stable economic conditions). 
With this increasing demand - which could well rise to unprecedented heights - 
in view, it is certainly time for lenders, builders, brokers, and the government 
housing experts to lay their plans to take full advantage of it. Proper planning 
now could lead the housing industry into a period of strong and orderly growth 
that could extend for many years. 


Public utilities and municipalities must also do their part in laying the ground- 
work for providing the hundreds of miles of new streets and water, sewer, and 
power lines that will be needed to serve the new residential and commercial 
areas. 


Since the first of the year, construction costs in 
RESIDENTIAL the St. Louis area have gone up about 3%. 
CONSTRUCTION COSTS The cost increases on the four buildings shown 
on page 381 amount to. 3.5% on the six-room 
brick house; 2.2% on the five-room brick veneer house; 3. 2% on the six-room 


frame house; and 3.0% on the California bungalow. Most of the increase oc- 
curred during the second quarter of the year and, in the St. Louis area, resulted 
in part from increased wages written into the labor contract negotiations this 
spring. Material prices have also moved up. By the end of this year we will 
not be surprised to see costs up 5% over the December 1954 level. 














